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TAGS: EAGR, EAID, EG 

SUB J : POSSIBLE ADDITIONAL PL 480 TITLE I WHEAT AND 
EGYPT'S UMR FOR WHEAT 

REF: A. CAIRO 198, B. CAIRO 121, C. CAIRO 158, D. CAIRO 
17674 

1 . ADDITIONAL WHEAT: WE ARE CONTINUING OUR EFFORTS TO 
OBTAIN INTERAGENCY APPROVAL FOR ADDITIONAL PL 480 TITLE 
I WHEAT FOR EGYPT. SPECIFICALLY, WE ARE CONSIDERING AN 
ADDITIONAL 500,000 METRIC TONS OF WHEAT, WORTH APPROXIMATELY 
DOLS. 60 MILLION. IF FOR ANY REASON THE EGYPTIANS CANNOT 
EFFECTIVELY USE THIS VOLUME OF ADDITIONAL CONCESSIONAL WHEAT 
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IN FY 1977, WE WOULD PROPOSE SUBSTITUTING SOME TOBACCO AND 
VEGETABLE OIL WHILE MAINTAINING THE TOTAL DOLLAR VALUE OF 
THE ADDITIONAL ASSISTANCE PACKAGE AT APPROXIMATELU DOLS. 

60 MILLION SOME AGENCIES ARE, HOWEVER, MAINTAINING THEIR 
OPPOSITION TO SUCH A PROGRAM AND IT APPEARS PROBABLE THAT 
A FINAL DECISION ON THE MATTER CAN ONLY BE TAKEN AT THE 
HIGHEST LEVEL. THIS WILL TAKE A FEW WEEKS AND WE CANNOT 
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ASSUME THAT THE DECISION WILL NECESSARILY FAVOR OUR 
POSITION. 

2. UMR: ON THE QUESTION OF EGYPT'S WHEAT UMR WE MIGHT 
DIVIDE THE PROBLEM INTO THREE PARTS: A) THIS YEAR'S 
UMR; B) FUTURE UMR'S; AND C) THE ROLE THE UNITED STATES 

3. THIS YEAR'S UMR: WE HAD AT FIRST ASSUMED THAT EGYPT 
WOULD REQUIRE A LOWER UMR IN ORDER TO ABSORB ANY SIGNIFI- 
CANT FURTHER AMOUNT OF WHEAT FROM US UNDER PL 480 THIS 
YEAR AND WERE PREPARED TO SUPPORT EGYPT IN ITS ATTEMPT 
TO OBTAIN A LOWER UMR. AS WE UNDERSTAND THE SITUATION 
NOW, HOWEVER, SUCH AN EFFORT WOULD NOT APPEAR TO BE 
USEFUL AND WE WOULD HOPE THAT EGYPT WOULD NOT ATTEMPT 
IT. IT APPARENTLY HAS ALREADY CONTRACTED FOR MOST OF 
THE 2.6 MILLION TONS OF WHEAT REQUIRED TO FULFILL THE 
CURRENT UMR (AS REPORTED IN REF D) WHILE ITS NEED TO 
IMPORT APPROXIMATELY 4 MILLION TONS WILL ALLOW IT TO AB- 
SORB ALL OR A SIGNIFICANT PART OF THE 500,000 TONS WE 

HOPE TO BE AUTHORIZED TO PROVIDE. AN ATTEMPT TO LOWER 
THIS YEAR S UMR AFTER UMR VIRTUALLY COVERED BY PURCHASES 
AND COMMITMENTS WOULD LIKELY BE RESISTED BY SUPPLIER 
NATIONS, PARTICULARLY THE EEC, WHOSE SALES AS REPORTED TO 
IWC UP TO NOVEMBER 29 ARE ONLY 31 PERCENT OF 1975/76 
SALES OF 1,384,467 METRIC TONS WHEAT EQUIVALENT. 

NEVERTHELESS, IF EGYPT INSISTS ON SEEKING A LOWER UMR 
FOR THIS YEAR, WE WOULD NOT OBJECT. 

4. FUTURE UMRS: ON FUTURE UMRS, WE HAVE GENERALLY TAKEN 
THE VIEW THAT UMR'S SHOULD BE DETERMINED IN THE REGULAR 
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WAY, I.E., BY AVERAGING COMMERCIAL IMPORTS FROM NON- 
COMMUNIST SOURCES FOR THE LAST FIVE YEARS. IN THE CASE 
OF EGYPT, HOWEVER, WE AGREE THAT ITS OVERALL ECONOMIC 
SITUATION MAKES CONTINUATION OF SUCH A HIGH LEVEL OF 
COMMERCIAL IMPORTS AN ONEROUS BURDEN WHICH MIGHT APPROPRIATE 
BE REDUCED. FAO PROCEDURES FOR DETERMINATION OF UMR'S 
ENVISAGE A NUMBER OF FACTORS WHICH MIGHT CAUSE INTERESTED 
NATIONS TO AGREE TO A LOWER THAN NORMAL UMR. THEY ARE: 

INTER ALIA : I) A SUBSTANTIAL CHANGE IN PRODUCTION IN 
RELATION TO CONSUMPTION OF THE COMMODITY CONCERNED IN 
THE RECIPIENT COUNTRY ;AND II) A SUBSTANTIAL CHANGE IN 
THE BALANCE-OF-PAYMENTS POSITION OR GENERAL ECONOMIC 
SITUATION OF THE RECIPIENT COUNTRY. EGYPT'S REQUEST FOR 
A LOWER UMR NEXT YEAR MIGHT USEFULLY MAKE REFERENCE TO 
THESE PRINCIPLES. WE ARE. OF COURSE, PREPARED TO GIVE 
THAT REQUEST OUR SYMPATHETIC CONSIDERATION AND BELIEVE 
OTHER DONORS WOULD BE LIKELY TO DO SO ALSO. 

5. UMRS ARE DETERMINED BY SUPPLIER AND RECIPIENT COUNTRIES 
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BILATERALLY DURING NEGOTIATIONS FOR CONCESSIONAL AGREE- 
MENTS. SUPPLIER COUNTRY NORMALLY CONSULTS OTHER INTERESTED 
SUPPLIERS PRIOR TO THESE NEGOTIATIONS. AFTER BILATERAL 
AGREEMENT IS REACHED DETAILS ARE REPORTED TO THE CSD. 

IN MAY OR JUNE WHEN EGYPT NORMALLY NEGOTIATES WITH THE 
EEC AND POSSIBLY OTHER WHEAT DONORS REGARDING NEW CON- 
CESSIONAL ASSISTANCE AND, OF COURSE, A NEW UMR, IT SHOULD 
THEN MAKE A STRONG CASE FOR A LOWER THAN NORMAL UMR, 

WHICH EVER NATION WAS INVOLVED WOULD, FOLLOWING CSD 
PROCEDURES, CONSULT WITH US AND WE WOULD ENDORSE EGYPT'S 
REQUEST IF IT WERE REASONABLE AND IN ACCORD WITH OUR 
ASSESSMENT OF EGYPT'S REQUIREMENTS AT THAT TIME. 

6. AS IMPLIED ABOVE, WE BELIEVE OUR POSTURE TOWARD EGYPT'S 
OBTAINING A LOWER UMR SHOULD BE TO DISCOURAGE PRIVATELY 
ANY EGYPTIAN INITIATIVE THIS YEAR WHILE PROVIDING DISCREET 
AND BEHIND THE SCENES SUPPORT FOR NEXT YEAR, SUCH AS YOUR 
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ASSISTANCE TO THE GOE IN PREPARING ITS CASE. WE SHOULD 
AVOID TAKING A LEADERSHIP ROLE WHICH WOULD POSSIBLY 
CAUSE OTHER SUPPLIERS TO QUESTION OUR MOTIVES. WE 
BELIEVE EGYPT'S CHANCES OF OBTAINING A SUBSTANTIALLY LOWER- 
ED UMR WOULD BE BETTER IF IT IS PERCEIVED AS AN EGYPTIAN 
RATHER THAN AN AMERICAN INITIATIVE. WE WOULD, OF COURSE, 
SUPPORT THIS EGYPTIAN INITIATIVE IN THE CONSULTATION 
PROCESS. THE COMMITTEE ON SURPLUS DISPOSAL NORMALLY MEETS 
ONCE A MONTH TO REVIEW FOOD AID ASSISTANCE PROGRAMS AND 
TO ENSURE THAT COMMERCIAL TRADE IS NOT BEING ADVERSELY 
AFFECTED. 

7. IN LIGHT OF THE ABOVE, WE BELIEVE THAT THE AGRICULTURAL 
ATTACHE'S PROPOSED VISITS TO WASHINGTON, BRUSSELS, AND 
LONDON WOULD NOT SERVE A USEFUL PURPOSE. (FAS/W CONSIDERS 
CONSULTATIONS ON POST OPERATIONS MORE APPROPRIATE FOR A 
LATER DATE). OTHER SUPPLIER NATIONS, ESPECIALLY THE EEC, 

WILL BE SUSPICIOUS THAT ANY EFFORT TO OBTAIN A LOWER WHEAT 
UMR FOR EGYPT IS AN ATTEMPT ON OUR PART TO TRANSFORM 
THEIR COMMERCIAL SALES INTO OUR CONCESSIONAL SALES. THUS 
WE SHOULD AVOID EVEN THIS APPEARANCE OF TAKING THE 
INITIATIVE. 

8. ACTION REQUESTED; UNTIL THE ISSUE OF ADDITIONAL PL 480 
PROGRAM FOR EGYPT RESOLVED WITHIN USG, WE PREFER THAT YOU 
MAINTAIN COMPLETE DISCRETION IN ANY FURTHER TALKS WITH 
THE GOE ON SUBJECT. IN VIEW OF THE SIZE OF THE 
COMMERCIAL PURCHASES WHICH MIGHT BE PREEMPTED, YOU SHOULD 
DISCREETLY TRY TO STEER EGYPTIANS AWAY FROM SEEKING LOWER 
UMR THIS YEAR AND RAISING ISSUE IN CSD. IF THIS PROVES 
IMPRACTICAL, PLEASE MAINTAIN LOW PROFILE AND LET INITIA- 
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TIVE COME PRIMARILY FROM EGYPTIANS. BELIEVE INITIATIVE 
AND CONTACTS WHICH EMBASSY ALREADY HAS MADE ON ISSUE 
COULD USEFULLY BE DIRECTED TOWARD LOW KEY SUPPORT FOR 
EGYPTIAN EFFORTS TO OBTAIN LOWER UMR NEXT YEAR WHEN 
NEW UMR'S ARE CONSIDERED. 
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